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STEAM LOCOMOTIVES Are Vanishing from Area Scene (page 2) 
BEN GELMAN, Southern Illinoisan 
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NEW TRAINING PROGRAM 


The School of Business will be co-operating with 
other SIU departments during the next few months 
on a pilot program to train professional counselors 
of the blind. nee ; 

This program—the first of its kind in the nation 
—is being conducted by Southern Illinois Univer- 
sity in co-operation with the U. 5. Office of Voca- 
tional Rehabilitation and the American Founda- 
tion for the Blind. 

The purpose of this program is to give. profes- 
sional counselors for the blind extensive training 1n 
business at the college level, so that they can do a 
more effective job of finding job opportunities for 
the blind in competitive industry. 

During this program, counselors will develop 
skills through lectures, discussions, and field trips 
which will better equip them to develop job oppor- 
tunities for the blind in their respective states. The 
counselors attending the course are all professional 
workers in state vocational rehabilitation offices. 

The course will consist of three major parts. The 
first part is a two-week, on-campus session at the 
Vocational Technical Institute. Counselors will be 
given concentrated course work in the general or- 
ganization of business from the top down. 

A second two-week period will be spent in the 
St. Louis-East St. Louis area. The counselors will 
visit some 30 different industries to meet managers, 
study production operations, and observe blind 
persons at work. During the final two-week period, 
students will return to the SIU campus to discuss 
practical application of salesmanship, personnel 
management, and job analysis with specific empha- 
sis on developing jobs for the blind. During the 
last two weeks, the group also will visit business 
organizations in the Carbondale area. 

School of Business faculty members who will be 
teaching in this program are Everette N. Hong, 
chairman, Management Department; Paul M. Hoff- 
man, chairman, Marketing Department; Frank E. 
Stamberg, consulting engineer, Small Business In- 
stitute; Irving Kovarsky, associate professor in 
Management, and Donald Frederick, lecturer in 
Marketing. 
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covER: The photo on the cover of this issue > 
was taken by Ben Gelman of the Southern Illi- - 
noisan for a picture story marking the end of | 
the era of steam locomotives. All but one shift t 


of trains in the St. Louis division of the Illinois ; 
Central has been dieselized, and Gelman reported | 
that “the last steam locomotive with any life in 
it will probably be gone from the area by April | 
Le 


ACCOUNTANT TO LECTURE 


Dr. W. A. Paton, eminent accountant from thi 


University of Michigan, will speak at Southern Illi 
nois University April 29 under the auspices of t 
School of Business Lecture Series. 


Dr. Paton, whose topic will be “Let’s Take An 


other Look at Competition,” is the third lecturer ij 
this Series to appear on Southern’s campus thi 
year. 


Widely known in accounting circles, he receive: 


his Ph.D. degree from the University of Michigai 
in 1917 and joined the Michigan staff that sanr 
year. Dr. Paton was one of the principal architec 
of the American Accounting Association and serve’ 
as its president in 1922 and director of researe 


from 1936 to 1939, 


Among his latest publications are Shirtsle 


Economics, 1952 and Asset Accounting, 1952. FE 
served as editor, Accounting Review, 1926-28, an 
editor and principal contributor, Accoun. 


Handbook, 1932. 


He is a fellow of the American Academy of An} 


and Sciences and a member of the American Ee; 
nomics Association, the American Accounting Assi 
ciation, and the Michigan Society of Certified Pu 
lic Accountants. 


In February, Carl E. Allen, president of the Fei 


eral Reserve Bank of Chicago, spoke on the topidt 
“The Problem of Inflation.” Mr. Allen, who ww 


born in Carbondale, was with the National Ci 


Bank of New York from 1926 until 1950, servi 


as vice president from 1940. In 1950 he becan 
president and director of the Campbell, Wyant: 


Cannon Foundry Co., Muskegon, Mich. He 


also a director of the Dow Chemical Co., Midlam 
Mich., and for the past year has been president 


the Federal Reserve Bank of Chicago. 

Mr. Allen’s father, Carlos Eben Allen Sr., was — 
the faculty at Southern and went from here to 
college presidency in North Dakota. 

The March speaker in the series was James 
du Pont, a great-great-egrandson of the founder - 
E. I. du Pont de Nemours & Co., Wilmington, Dei 
ware. He spoke on the topic, “Pattern for Succes 

A graduate electrical engineer from Massac 
setts Institute of Technology, du Pont has been 
sociated with the company since 1940. Since 1! 
he has been devoting much of his time to speaki 
to groups of employees, schools, service organilf} 
tions, and conventions throughout the nation. | 
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\XATION KEY ISSUE THIS YEAR 
AS ASSEMBLY WEIGHS STATE NEEDS 


By Marian E. Ridgeway 


What will the Illinois Legislature accomplish in 
present session? Clues to the question are con- 
ned in certain proposals of Governor William G. 
‘atton in his “State of the State’ message to the 
st General Assembly on January 7, 1959. While 
> Assembly, under divided partisan control, may 
ove to be more responsive to party politics than 
co-operation with the Chief Executive, there will 
doubtedly be legislative effort to act on the 
vernors requests. His recommendations are of 
erest to Illinois business and labor and are cer- 
nly worthy of more than “politics-as-usual’’ at- 
ition from the Assembly. 
The Governor’s message is a revealing picture of 
te conditions not clearly apparent to persons hav- 
x few contacts with day-to-day government opera- 
ns. It is one of expanding population and of 
egular, uncertain economic and social conditions. 
portrays a government increasingly absorbed with 
> activities which characterize today’s “welfare 
te,” operating under weaknesses which derive 
mm growing obsolescence and delayed revision of 
astitutional and statutory agencies and procedures. 
Three prime areas seriously need constructive 
islation. First among these are the revenues for 
» state’s numerous functions and, particularly, for 
ucation and welfare; second, the “archaic” Rev- 
ue Article of the Constitution and the revenue 
ucture it has developed; and, third, the need for 
sic reorganization of a substantial part of the 
cutive branch. The problem is not one of aban- 
ning established state programs or of initiating 
ones, but of accommodating those already in 
stence. Fundamental to the whole is the question 
taxation and the state’s ability to support es- 
lished services while securing to local govern- 
nts the wherewithal to meet their own increased 


Marian Ridgeway is an associate professor of govern- 


nt at SIU. 


burdens. These problems are not new, but they are 
continuing and, of late, have become imperative and 
urgent. 

The educational points of strain lie in a demand- 
ing expansion of pupil and college student popula- 
tions, in inadequate buildings and facilities, in 
improvement of the teaching profession, and in 
pressure for stepped-up emphasis on certain phases 
of higher education seen as vital to national prog- 
ress and defense, In welfare matters, additional 
functions in the treatment of the handicapped and 
the mentally ill place increased strains on already 
inadequate buildings and facilities. Furthermore, 
problems arise from the extraordinary burden im- 
posed by more than a year of economic recession. 

The public’s rejection of the somewhat contro- 
versial school and welfare building-bond referendum 
at the last general election complicates the problem. 
This proposed program of financing reflected the 
70th General Assembly’s reluctance to come to grips 
with the fundamental revenue question, a matter 
partially obscured by the piecemeal solution which 
the bond issue offered. The two-year delay of needed 
construction places on the present Assembly an 
additional time burden and elevates revenue reform 
to a position of first importance. 

Indicative of the scope of the revenue matter was 
the introduction on the first legislative day, at the 
Governor’s request, of bills to provide emergency 
appropriation of $52,450,000 out of state and fed- 
eral funds for public aid programs through July 1, 
1959‘ only, and deficiency appropriations totaling 
$6,053,000 for the Public Welfare and Public Safety 
departments. The Governor attributed the extraord- 
inary request for public assistance funds to the 
effects of the economic recession, and to the fact 
that Illinois now has more than three out of every 
one-hundred persons dependent upon public assist- 
ance in one form or another. 

Additional drains on the public treasury during 
the last biennium resulted directly from unemploy- 
ment, which fluctuated from 3,579,900 employed 
workers in December, 1956, to 3,267,000 in July, 
1958. The Governor praised’ the effectiveness of the 
state’s public aid and unemployment compensation 
programs in ameliorating the consequences of un- 
relieved unemployment over an eighteen-month per- 
iod but reminded the Assembly the emergency pro- 
gram and funds, provided by the special session of 
1958, would last only until the end of March, 1959. 

The Governor made few proposals of consequence 
to business and labor specifically, none to agricul; 
ture, and few for conservation, giving attention only 
to such water development and wildlife programs as 
presently exist. The possible creation of a revolving 
fund for state assistance to local communities seek- 
ing new industry and wishing to provide necessary 
facilities, he recommended, ought to be delayed 
until federal action on the matter is completed. 

He endorsed existing Illinois labor laws as “good 
and sufficient” in the main, but applauded labor’s 
efforts to clean its house of racketeering and other 
abuses, and stressed he would oppose all legislation 
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designed to curb labor’s “legitimate activities”. His 
remarks implied opposition to “right-to-work laws. 
Subsequently, at a press interview on February 2, 
the Governor announced his intention to present to 
the Assembly a two-part bill on civil rights to deal 
with employment discriminations based on race, 
color, or creed, and to create a commission to hold 
hearings on other aspects of discrimination. The 
proposed commission has been variously described 
as temporary and, in Stratton’s Teamsters Union 
talk in St. Louis on February 8, “patterned after 
Fair Employment Practices Commissions in other 
states.” The extent of its proposed regulatory 
powers, if any, was not revealed. 

While unemployment compensation and public 
assistance were credited with holding the recession’s 
effects in abeyance for a substantial part of the 
population, the state’s “vast program of public 
works,” Stratton said, was a major contributing 
factor, providing an estimated 100,000 jobs, and, of 
course, much in contracts, sales, and services to 
building contractors and the public generally. It is 
here the present-day economic and welfare role 
which Illinois has assumed shows most markedly. A 
sifting of items from the whole message reveals the 
following projects to have been built, to be in the 
building, or approved for building during the past 
biennium: 


Schools and colleges: 
$ 14,175,000 


Buildings at four Teachers’ 
oO 
colleges 


3,000,000 Buildings at Illinois Normal 
University 

14,900,000 Buildings at Southern  IIli- 
nois University 

4,600,000 Student Union building, SIU 

27,465,000 Buildings at University of 


Ilinois 
Other: 
$ 9,400,000 State Psychiatric Institute 
Hospital, Chicago 


9,000,000 State Pediatric Institute, Chi- 
cago 
4,000,000 Biochemical Research Lab- 
oratory, Elgin State Hos- 
pital 
305,000,000 Highways, completed work, 
1957-58 
524,000,000 Highways, contracts 
5,000,000 Building funds to assist 
school districts with ex- 
hausted bonding power 
? Tinley Park State Hospital 
2,600,000 Beach Park Lodge 
4 Six new conservation lakes 
? Reception and Diagnostic 
Center, Joliet ; 
? Three new forestry camps 


(total now seven) 


Total $919,640,000 (quoted figures) 
hese figures represent state public works only 


and do not account for all the works of county 
municipal, school district, and other Illinois loce 
zovernment units for the same period, nor do the 
define building projects entered in co-operation wit 
the federal government, or of that government's ow. 
projects for which monies were spent in Illinois 
Broadly stated, all of the public works represent 
billion-dollar-plus stimulant to the [Illinois econom 
which must find duplication in the coming an 
future bienniums if the economy’s health is to b 
maintained. Such expenditures can, of course, com 
from private enterprise and efforts, but the scope c 
public works activity today is such that it seem 
unlikely business and industry could absorb th 
burden should it be discontinued. Some of the pre 
jects are self-liquidating, a few will produce som 
state revenues, but most will provide little return i 
actual dollars and cents. There is no doubt of th 
need for most of the building being done, in term 
of the services presently demanded by the public 
The prime question is that of inflated costs, taxim 
power, and public willingness to assume long-tern 
indebtedness if present revenues do not provid 
sufficient resources. 

The State’s revenue pattern is a complex structur 
resulting from inadequate provisions of the 18% 
Constitution, and from the public’s efforts to avei 
certain types of taxation down through the year: 
The revenue capacity of Illinois citizens is substax 
tial, but the system in use has tended toward ir 
equitable burdening of certain elements of the popr 
lation, and great inefficiencies in handling assess 
ments, collections, and spending. 

“Tllinois is a low tax state,” the Governor sai 
“one of the lowest in the nation, and far below th 
tax per capita income of other industrial states.” E 
termed the present revenue structure as “archaics 
and recommended that the Legislature should prj 
pose an improved revenue article to the people fd 
action in the 1960 election. Pending such revisiox 
he asked the Assembly to take “bold statuton 
action to eliminate the present inequitable persona 
property tax.” 

If the Assembly seeks to abolish the persona 
property tax, which is the most important source © 
local government revenue, an adjustment in the € 
tire revenue pattern, state and local, must result. T 
question then is of what kinds of taxes may | 
substituted to provide the lost revenues and th 
additional monies needed for an expanding sta 
Alternatives under the present Revenue Article ar} 
(1) some kind of augmented system of fees fi 
services (the burden falling only on recipients 
the particular services), (2) increased excise tax 
(on gasoline, liquor, tobacco, or other commoditi 
not now taxed, and carried only by the consum 
of such goods), (3) use of bond issues for fina 
ing certain kinds of activities (adding interest 
cost and falling on present and future populatio 
(4) increased franchise or utility taxes (reflected 
higher rates and falling on consumers of util 
services), (5) increased taxes on real proper 

(Continued on page 14) 
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ALL BUSINESS RECORDS TOOLS 
FOR BETTER MANAGEMENT CONTROL 


By Clifford R. Burger 


or the small or medium-sized business enter- 
se, detailed cost accounting systems and elaborate 
ices for control of employee performance may 
too expensive, too complicated, or too specialized. 
n if this is true, there still exists a body of in- 
mation, available from the routine financial state- 
nts of the firm, which can be used for basic fi- 
cial and operating control. If this information is 
ematically analyzed, it will be highly useful to 
agement. The basic elements of financial state- 
it analysis will be presented step-by-step. 
Jn the next two pages are comparative financial 
ements of Palmetto Productions, Incorporated, 
the years 1958 and 1957 and at December 31 of 
h year. There are also two groups of ratios and 
er financial relationships, numbered one through 
een. The statements and ratios illustrate the 
lytic concepts presented, and direct reference is 
le to the ratios and relationships by number. 
- references are to the year 1958 or to December 
1958, unless otherwise indicated. 
‘or purposes of analysis, information from the 
ncial statements is divided into two groups: the 
group is concerned with relationships at a par- 
lar date or for a particular accounting period; 
second group compares relationships over a 
iod of time, generally two or more years. 
Vithin the first group are the following important 
tionships: 
aos OF LIQUIDITY 
he liquidity of a concern is measured by its 
ity to pay current debts as they mature. Work- 
capital (the excess of current assets over cur- 
liabilities) represents the amount available to 
organization after payment of its current obliga- 
s. The Palmetto Corporation working capital at 
ember 31, 1958, was $164,300 (1). The current 
(sometimes called working capital ratio) is 
d by dividing the current assets by the current 
ilities, and is generally expressed in ratio form. 
Palmetto current ratio at the end of 1958 was 
to 1 (2). This shows that there were $3.31 in 
ent assets for every dollar of current liabilities, 
is probably a better indicator of liquidity than 
dollar amount of working capital. On the other 
, where current assets and liabilities are small 
subject to rapid expansion, their ratio may not 
important as the dollar amount of working 
tal in gauging liquidity. In any situation, it ap- 
‘-s that the current ratio and the amount of 
ing capital should be considered together. 
r many years, it was felt that a current ratio of 
1 or better was necessary to show a satisfactory 


ifford R. Burger is an associate professor of account- 


t SIU. 


degree of liquidity. Authorities now generally agree 
that such an inflexible rule is not reasonable, as 
studies show certain industries where successful 
organizations regularly report current ratios under 
2 to 1; in other cases, a current ratio of 2 to 1 ap- 
pears far too low to carry on normal operations. 

Another, and quite conservative, measure of 
liquidity is known as the “acid-test ratio.’ The 
Palmetto ratio was 2.20 to 1 (3). This is obtained 
by dividing those current assests known as “quick 
assets” by the current liabilities. Quick assets in- 
clude cash and accounts receivable (plus market- 
able securities when held), both of which are pre- 
sumed to be readily available for payment of cur- 
rent debt. Inventory is the major current asset ex- 
cluded, since unsold inventory will not necessarily 
be converted to cash (and thus be available for 
liquidation of liabilities) within a short time. The 
long-time rule of thumb for an acceptable acid-test 
ratio was | to 1, but this also is now considered 
subject to the particular situation. 

MEASURES OF EQUITY 

Both creditors and owners have claims against 
the assets of a business enterprise. These claims, or 
equities, are measured in ratio or dollar form to 
obtain an indication of the long-term solvency of the 
enterprise. The ratios of total liabilities to total 
assets, Palmetto number (4), capital invested (pro- 
prietorship) to total assets (5), and total liabilities 
to total capital invested (proprietorship) (6) are 
basic ratios in this group. From the standpoint of 
creditors, low ratios of total liabilities to total assets 
and to total proprietorship are desirable, as they 
show a relatively large cushion of security for 
creditors. From the standpoint of owners, the con- 
verse may be true, for it is to their interest, after 
providing a sufficient ownership equity to safeguard 
the company’s credit, to “trade on the equity,” that 
is, to use interest-free creditors’ funds (or funds 
borrowed at a low interest rate) to carry on their 
operations. 

Book value per share of stock (7) refers, of 
course, only to corporations, and represents the dol- 
lar amount of net assets available for each share of 
capital stock if all assets were sold at their book 
value and all liabilities paid. If more than one class 
of capital stock is outstanding, the net assets must 
be allocated between them in accordance with the 
legal rights of each. Book value per share is some- 
times used as a device to test thé fairness of market 
prices of stock. 

MEASURES OF ACTIVITY 

The active or working assets of a business enter- 
prise are, in addition to cash, accounts receivable 
and inventory. It is with the last two items that 
measures of activity are concerned. Turnover of tn- 
ventory represents the number of times the average 
inventory is sold or consumed during the accounting 
period. Thus, the merchandise turnover (8) of a 
trading firm and the finished goods turnover of a 
manufacturing firm are calculated by dividing the 
cost of goods sold by the average inventory. Raw 
materials turnover is obtained by dividing materials 
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PALMETTO PRODUCTIONS, INCORPORATED 
Comparative Statement of Operations 
FOR THE YEARS ENDED DECEMBER 31, 1958 AND 1957 
1957 Increase 
1958 
Amount Per Cent Per Cent Amount (Decrease 
00  $35,000% 
— $985,000 100.00% 100.00% $950,0 : 
cs viene 742,000 _75.33 80.57 1) a 
Gross profit on sales 243,000 24.67 19.43 : 4004 
Operating expenses: 
Selling: 
eae 48,000 4.87 3.01 32,000 oy 
Traveling 120,000 1:22. 1.47 14,000 ( 2,000 
Supplies 6,000 61 42 4,000 2,000 
Advertising 50,000 5.08 6.21 59,000 ( 9,000 
Miscellaneous 4,000 40 .30 3,000 
Total selling 1,200,000 12.18 11.79 112,000 
b) General and Administrative: | 
a Salaries 60,000 6.09 4.21 40,000 20,000 
Supplies 11,000 12 1.05 10,000 1,00 
Taxes 8,000 81 Ste 5,000 
Miscellaneous 1,000 10 All 2,000 
Total general and administrative 80,000 8.12 6.00 57,000 
(c) Total operating expenses 200,000 20.30 17.79 169,000 
(d) Net income for the year $ 43,000 4.37% 1.64% $ 15,600 $27, 
( 8) Merchandise turnover (b)-+ average of (g) 7.8 times 
( 9) Receivables turnover (a) (f) 7.8 times 8.2 times not quite as good 
(10) Average collection 
time—receivables 365--answer to (9) 47 days 45 days about the same 
(11) Per cent earned on 
capital invested (d)+ average of (n) 13.7% 
(12) Earnings per 
share of stock (d)+(m) in shares $19.11 $ 8.21 much better 
(13) Market ratio 
(market price $110) $110-+-answer to (12) 5.8tol 13.4to 1 tremendous improvement 
(15) Sales to fixed assets (a) + (i) 3.93 to 1 3.61 to 1 more efficient use of faciliti 
(16) Operating ratio (b)+ (c)-+ (a) .957 to 1 .984 to 1 more efficient operation 


usage by average raw materials inventory. Average 
inventories are computed by taking the average of 
beginning and ending inventories, or, where the in- 
formation is available, the average of monthly or 
weekly balances. The higher the inventory turnover 
(an indication of greater activity), the smaller the 
amount invested in inventories and the smaller the 
possible losses due to spoilage, etc. Also, insurance 
expense and storage requirements are reduced. 
Turnover of trade accounts receivable (9) is com- 
puted by dividing average trade receivables into net 
charge sales for the period. Average trade receiv- 
ables are readily obtained from monthly ledger or 
trial balance figures. A high turnover is desirable, 


for it indicates quick collections and more ¢ 
available for operations, as well as a smaller chant 
for past-due or uncollectible accounts. . 

The average collection time of receivables, + 
days sales in receivables (10) comes from dividi 
the receivables turnover into 365, the number — 
days in the year. If the credit terms were 60 da 
the Palmetto turnover indicates a very satisfacto 
condition. 
MEASURES OF EARNINGS 

While net income for an enterprise is shown 
dollars, percentage relationships or ratios existi 
with respect to earnings and other factors are 0: 
very revealing. Per cent earned on capital inve 
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PALMETTO PRODUCTIONS, INCORPORATED 
Comparative Statement of Financial Condition 
DECEMBER 31, 1958 and 1957 
December 31, 1958 December 31, 1957 Increase 
Assets Amount Per Cent Per Cent Amount (Decrease) 
Current Assets: 
Cash $ 29,600 6.09% 2.98% $ 15,000 $ 14,600 
} Accounts receivable—net 126,800 26.10 22.84 115,200 11,600 
) Merchandise inventory 79,000 16.26 22.02 111,000 (32,000) 
) Total current assets 235,400 48.45 47.84 241,200 ( 5,800) 
Fixed Assets: 
Plant and equipment—net 250,500 51.55 52.16 263,000 (12,500) 
Total assets $485,900 100.00% 100.00% $504,200 (18,300) 
Liabilities and Capital 
Current Liabilities: 
Bank loans $ 38,000 7.82% 16.06 $ 81,000 $ (43,000) 
Accounts payable 31,000 6.38 9.92 50,000 (19,000) 
Accrued expenses 2,100 43 12s 6,200 ( 4,100) 
) Total current liabilities 71,100 14.63 DAA 137,200 (66,100) 
Long-term bonds payable 150,000 30.87 Faas 150,000 
Total Liabilities 221,100 45.50 56.96 287,200 (66,100) 
Capital: 
Common stock, $100 par: 
) 2250 shares outstanding 225,000 46.31 35,000 
1900 shares outstanding 37.68 190,000 
Retained earnings 39,800 8.19 5.36 27,000 12,800 
) Total Capital 264,800 54.50 43.04 217,000 47,800 
) Total Liabilities and Capital $485,900 100.00% 100.00% $504,200 $ (18,300) 
, Working capital (h) — (k) $164,300 $104,000 much larger 
Current ratio (h) + (k) 3.31 to 1 1.76 to 1 almost doubled 
) Acid-test ratio (e) + (f)+(k) 2.20 to 1 .95 to 1 more than doubled 
) Total liabilities to total assets (1) + (j) 45 to 1 90 to 1 
| Invested capital to total asset (n) + (j) PD ZALON .43 to 1 See note below 
Total liabilities to invested capital (1) + (n) 83 to 1 a2) tonl 
Book value per share of stock (n) +(m)in shares $ 117.68 $114.21 slight improvement 
|) Invested capital to fixed assets (n) + (i) 1.06 to 1 .83 to 1 better use of facilities 


oprietorship) (11) is obtained by dividing the 
rage of beginning and ending capital investment 
» net income. Earnings per share of common 
+ (12) and market ratio (13) relate specifically 
-orporations. Net income (after provision for in- 
1e allocable to other classes of stock, if any) 
ided by common shares outstanding gives earn- 
; per share of common stock. In turn, the earn- 
; per share of common divided into the market 
e per share gives the market ratio. 

m of the foregoing measures of earnings are of 
at interest to the present or prospective investor 


re: (4) (5) (6) show that owners’ equity much improved; greater than creditors’ at 12-31-58. 


in a business enterprise, as well as to the manage- 
ment in determination of their own success in ad- 
hering to company policy or in following a consist- 
ent pattern of operations. 
MISCELLANEOUS MEASURES 
The ratio of capital invested (proprietorship) to 
fixed assets (plant and equipment) (14) may reveal 
a tendency toward overinvestment in fixed assets. 
The ratio of sales to fixed assets (15) will give 
further information on the same subject. The op- 
erating ratio (cost of goods sold plus selling and 


(Continued on next page) 
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(Continued from page 7) 


administrative expenses divided by net sales ) (16) 
is often used as a measure of efficiency. The smaller 
the ratio, the more efficient the operation. 

The conversion of dollars in financial statements 
into percentages relating to a specific base generally 
provides significant information. In operating (in- 
come) s tatements, net sales are shown as 100 per 
cent, with the details and totals of cost of goods sold, 
operating expenses, net income, etc. converted to the 
percentages of net sales they represent. In balance 
sheets, total assets and total liabilities and pro- 
prietorship are generally shown as i00 per cent, 
with the other items as per cents of the totals. 

The section on miscellaneous measures completes 
the first analysis group on financial statement rela- 
tionships at a particular time or for a particular ac- 
counting period. The second group, which follows, 
compares finanical statements and specific relation- 
ships for two or more accounting periods. 

Comparative statements of operations (income) 
and financial condition (balance sheet) are basic 
devices for the second group. Comparative opera- 
ting statements are generally in dollars and percent- 
ages, with net sales representing 100 per cent, as in 
the statement for a single period, mentioned pre- 
viously. Increase-decrease columns for changes in 
both dollar amounts and percentages are often 
found. These last items facilitate comparisons 
between the periods. Comparative balance sheets 
usually show both dollars and percentages, with an 
increase-decrease column for dollar changes to as- 
sist in comparisons. 

Comparative statements enable their readers to 
note quickly the major differences in operating re- 
sults and financial condition from one accounting 
period to another or over a series of accounting per- 
iods. Once the attention of management has been 
drawn to the differences, a basis for action exists. 
The reasons for variations can be ascertained and 
control measures instituted; old plans may be alter- 
ed and new plans formed. 

Using the comparative statements, the measures 
of liquidity, earnings, and activity referred to in 
the first group can be determined and trends es- 
tablished for each of them. This is especially effec- 
tive when comparative statements cover three years 
or more. The trend of each of the various measures 
is perhaps more significant than the ratio or per- 
centage for any one period or time. A trend which 
shows steady improvement is more indicative of a 
situation than any one measurement, which may be 
distorted by a variety of factors. 

There are numerous other measurements and 
special statements, The purpose of all of them is the 
same as those just presented: to provide informa- 
tion for management decisions. The measurements 
and devices which have been explained, however, 
are sufficient to enable the managements of small 
businesses to discover a great deal about the status 
of their operation, and to decide where and how 
they can exercise more effective control. 


COLLEGE COURSE FOR BUSINESSMEN 


A college refresher course for southern Illinois: 
business owners, managers, and supervisors opened} 
March 2 at Southern Illinois University. 

The 12-session program is designed to give in-) 
tensive study to the theory and practice in four 
phases of business—management, economics, statis-: 
tics, and trends. The course is sponsored co-opera-\ 
tively by the Small Business Institute at SIU and) 
the U. S. Small Business Administration. 

The purpose of the refresher course is to provide: 
the businessman with an overall picture of how hisi 
operation—no matter how large or small—is af-| 
fected by the money market, the gross nationalh 
product, seasonal variations, lack of managerialh 
co-ordination, and other broader business patterns.; 

Faculty includes professors from the SIU School) 
of Business and staff of the Small Business Institute.» 

Businessmen can register for any of the remain-1 
ing units, and the fee per unit is $10. For more: 
information, write to the Small Business Institute.s 

Following are the session dates, topics to be dis-s 
cussed, and featured speakers: 

UNIT 1—MANAGEMENT 

Session 1—March 2, “Who Flubs the Managerial 
Functions,” by Frank E. Stamberg, consulting en-a 
gineer, Small Business Institute. 

Session 2—March 9, “Managerial Measurementst 
and Controls,” by Clifford Burger, C.P.A., associates 
professor of accounting. 

Session 3—March 16, “Managerial Co-ordina- 
tion,” by Everette N. Hong, chairman, Managementi 
Department. 

UNIT 2—ECONOMICS 

Session 1—March 23, “The Problem of Infla- 
tion, Employment, and Balance of Payments,” 
by G. Carl Wiegand, professor of economics. 

Session 2—March 30, “Demanding a Supply op 
Supplying a Demand,” by Clark Lee Allen, profes- 
sor of economics. 

Session 3—April 6, “Economic Indices,” by Johm 
A. Cochran, associate professor of economics. 

UNIT 3—STATISTICS 

Session 1—April 13, “Figure Your Seasona 
Variation and then Figure on Seasonal Variation, , 
by Gordon Brunhild, assistant professor of eco€ 
nomics. 

Session 2—April 20, “Sampling and Probablv 
Error,” by R. Ralph Bedwell, director, Small Bust 
ness Institute. 

Session 3—April 27, “Your Business Relations 
ships,” by Robert M. Seepe, market analyst, Small 
Business Institute. 

UNIT 4—TRENDS 

Session 1—May 4, “Management Needs,” bys 
Everette N. Hong and Frank Stamberg. 

Session 2—May 11, “Distribution is Every Busi} 
nessman’s Problem,” by Paul M. Hoffman, chairi 
man, Marketing Department, and James Benson 
associate professor of marketing. 

Session 3—May 18, “Automation in Production,’ 
Dean Henry Rehn, School of Business. | 
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MERICAN ECONOMY APPROACHES 
HALF TRILLION DOLLAR PRODUCT 


By Clark Lee Allen 


The Gross National Product of the United States 
a the half-trillion-dollar mark some time in 
The increase in the GNP, which is the measure of 
€ nation’s output of final goods and services at 
arket prices, has in recent years been little short 
spectacular. One may be sure the notice will be 
ken in the public press of the phenomenal level 
uich will be reached within the next year. The 
portunity will undoubtedly be taken to con- 
atulate ourselves upon our energy, initiative, and 
genuity, and the merits of the private-enterprise 
stem which has brought about this unprecedented 
vel of well-being will be extolled once again. All of 
is, of course, is understandable and quite approp- 
ate. But the economist, as a practitioner of the 
lismal science,” would be less than true to his 
iblic obligations if he did not warn that the 
cture is not as bright as the raw data would 
em te suggest, and that constant vigilance is the 
ice of security as well as of liberty. 

The rate of increase of the GNP has undeniably 
en impressive. For the first time in our history 
> reached the $100 billion mark in 1929. During 
e depression years, the national income declined, 
d it was not until 1940 that we again attained the 
00 billion level. But we reached $200 billion in 
44, $300 billion in 1951, $400 billion in 1956, 
d we will attain the incomprehensible level of 
00 billion some time in 1960. These figures seem 
say that in two decades, from 1940 to 1960, our 
tput of goods and services will have increased 
e-fold. And if this rate of increase could be pro- 
ted into the future for another twenty or forty 
ars, poverty would seem certain to become little 
pre than a quaint term describing a situation 
nich a primitive and unenlightened society per- 
tted to exist, but which soon will be foreign to 
> experience of any of our people. 

But before we fall victim to our Elysian dreams, 
o significant factors need to be taken into account. 
The first is the remarkable rate of population 
owth which the United States has experienced in 
sent years. During the decade from 1946 to 1956, 
r population increased almost 27 per cent, and 
ice 1929 the increase has been over 45 per cent. A 
pidly increasing rate of population growth is not 
unmixed economic blessing. Manufacturers of 
7s, producers of milk, and builders of schools and 
shways find an increasing rate of population 
owth stimulating to their businesses. But a grow- 
x population means that the number of mouths to 
-d is increasing at a faster rate than is the number 
hands to produce the goods to satisfy the increas- 
x wants. Assuming that all resources are fully em- 
yyed, the increased production of toys, milk, 
100ls, and highways means a reduced output of 
nething else. Unless there is an improvement in 


Clark Allen. professor of economics at Southern. formerly 
headed the Economics Department at North Carolina State. 
He is co-author of two books being published this spring. 
‘Foreign Trade and Finance, and ‘Prices, Income and 
Public Policy,’ _ 


productivity per worker, standards of living will 
fall. Increased school and university budgets are a 
part of the price which the taxpayer must pay for 
the recent upsurge in our birth rate. 

If we can look at the changes in the GNP calcu- 
lated on a per capita rather than on an agegregative 
basis, we find that our well-being has increased at 
a somewhat slower rate than the raw data would 
seem to suggest. While the GNP was climbing back 
to the $100 billion mark which had been first at- 
tained in 1929, the per capita GNP from 1929 to 
1940 actually fell from $857 to $761. In 1944, when 
the GNP passed the $200 billion level, per capita 
GNP was $1,527. By 1951 GNP was $300 billion, 
and per capita GNP was $2,126. From 1951 to 
1956 GNP increased by 33 per cent, while per 
capita GNP was increasing by only 16 per cent to a 
level of $2,466. Over the whole period from 1929 to 
1956, GNP increased four times while per capita 
GNP increased less than three times. 

A second and even more important factor which 
needs to be taken into account is the changes in the 
value of the dollar over the period under considera- 
tion. The GNP values current output at current 
prices. But from 1940 to 1956 the index of whole- 
sale prices more than doubled. Instead of a four- 
fold increase in output over this period, accordingly, 
the actual production of goods and services had less 
than doubled. The GNP in terms of constant 1947 
dollars was $149.3 billion in 1929, $171.6 billion in 
1940, $282.9 billion in 1951, and $332.0 billion in 


(Continued on page 14) 
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WIDE-ROW CORN PLANTING BOOSTS 
FARM INCOME, GIVES GAME COVER 


By Paul A. Vohs, Jr., W. D. Klimstra, 
Thomas G. Scott 


Economic improvement in southern Mlinois is re- 
lated to land use. Agricultural practices which in- 
crease farmer income and improve the soil must be 
sought out. Wide-row corn is believed to constitute 
an agricultural practice which shows potential for 
contributing to economic improvement in southern 
Illinois. 

Wide-row corn culture is not new. For many 
years, farmers in Louisiana have planted corn on 
ridges spaced six feet apart to allow better drainage 
on wet lands. In 1913, under dryland conditions in 
Kansas, conventional cornfields failed to produce, 
while fields planted to double-width rows yielded 
sixteen bushels of corn per acre. The ’Frisco Rail- 
road co-operated with farmers during 1913-15 in 
conducting demonstrations of wide-row corn inter- 
seeded with cowpeas in Oklahoma. 

The recent emphasis on wide-row corn with inter- 
seedings of grasses and legumes is credited to 
Ralph Sullivan of Carro] County, Indiana. Research 
on this cultural practice is now a part of the activi- 
ties at most of the agricultural experiment stations 
in the corn belt. The Co-operative Wildlife Research 
Laboratory of Southern Illinois University, the Illi- 
nois Natural History Survey, and the Illinois De- 
partment of Conservation recently completed a co- 
operative study which included study of the value 
of this cultural practice to wildlife. 

Because small farm size and low productivity of 
land contribute importantly to the problem of in- 
adequate income for many farmers in southern IIli- 
nois, there is a need for agricultural practices which 
compensate for small acreages and high operating 
costs. Wide-row corn may provide a partial answer 
to this economic problem. Small grains, which 
bring low economic returns, can be eliminated from 
standard crop rotations. Forage crops can be es- 
tablished in cornfields, and soil problems may be 
alleviated with a limited investment of capital. 

Hill land of southern Illinois is especially suscept- 
ible to erosion when intertilled crops are grown be- 
cause the soil is exposed for much of the year. With 

Corn planters and cultivators can be adapted to 
the sixty-inch system with little expense. The plant- 
ing of the interseedings is best accomplished with a 
cultipacker seeder, but good stands can be estab- 
lished by using a slightly modified grain drill. The 


disk openers can be removed over the corn rows, 


W. D. Klimstra is director of the Cooperative Wildli 
Research Laboratory and associate pie of zoology MY 
SIU, and Paul Vohs is a research associate. Thomas G 
Scott, head of the Section of Wildlife Research of the 
Illinois Natural History Survey, is also an adjunct profes- 
sor in SIU’s Cooperative W. ildlife Research program. 


wide-row corn culture, the soil is without protection 
for only one to two months at a time when erosive 
forces are not severe. The grasses and legumes 
between the corn rows are highly effective in reduc- 
ing soil losses on slopes up to 16 per cent (Wain. 
scott, 1958). 

Raindrops which normally break down the soil 
crumbs and splash fine clay and silt particles: 
(Stauffer, 1958) are intercepted by the inter-row: 
seedings. When soil particles are prevented from; 
dislodging, the surface of the soil does not seal| 
quickly, allowing water and air to penetrate. Ad-| 
ditional moisture is held by the roots, stems, and) 
leaves of the grasses and legumes established) 
between the rows. This increased water holding, 
capacity seemed evident on one of our SIU research | 
areas in 1957. A corn plot, where the interseeding; 
from the previous year was plowed down, showed a) 
20 per cent greater yield than that of a conventional} 
field. 

Harvest operations are frequently delayed inj 
southern Illinois because wet weather often prevails! 
at harvest time and the clay soils dry slowly. Grasses» 
and legumes established in the wide-row fields tend} 
to provide substantial footing for harvesting ma-: 
chines during wet periods. A farmer co-operator in) 
1957 harvested corn from a wide-row field fouri 
days before the footing in the control field wasa 
sufficiently firm to permit the use of the harvester. 
This advantage allows earlier marketing and may} 
mean the difference between maximum harvest and! 
partial or total loss. 

The small livestock programs characteristic of} 
farms in southern Illinois have been attributed to 
the low productivity of pasture and hay landsi 
(Cross and Wills, 1954). Where wide-row corn cul} 
ture is practiced on the most productive row-crop 
fields, grasses and legumes are available between? 
the rows for harvesting as forage. The total digesti- 
ble nutrients produced per farm will be greater, thus) 
raising the carrying capacity for livestock. If aj 
rotational system of cropping is conducted, wide: 4 
row corn may be used as a companion crop for thes 
establishment of pasture or hay without resorting tol 
a low income small grain crop, and a year is saved 
in any of the conventional rotations. While the 
average farm in southern Illinois produced forty-sixl 
bushels of oats per acre in 1954 for a gross inco 
of $33.12 (Wilcox, et al., 1956), the production 
only twenty-nine bushels of corn per acre at 
prevailing market price would have returned about 
the same gross profit. y 

Although adaptations of machinery for wide-row? 
corn presents a problem, the sixty-inch, wide-row! 
system is unquestionably the most acceptable sp 
ing. The even distribution of rows allows for 1 
form modification of equipment. The developm 
of the interseedings in the sixty-inch spacing is 
hanced by the even distribution of the corn ro 
also, the corn plants are less crowded within ro 
Wider row spacing will produce the same soil if 
provements, but a 10 to 20 per cent reduction ill 
corn yields can be expected. 


f 
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orn field planted in standard 40-inch rows provides very little cover or organic matter early in the spring. 


(April 9, 1958). Photo by Paul Vohs. 


rotection and wildlife habitat. A ton of forage or 
d where only corn stalks are present in a conven- 


(April 11, 1958). Photo by Paul Vohs. 


Je-row corn fields provide abundant cover for‘soil p 
’¢n manure per acre is available in this wide-row fiel 
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TABLE 1. Estim ATED Costs AND RETURNS, 


Brap.Ley AREA. 1957. 


Items Evaluated Wide-row Control 
Yield per acre corn 93.5 bu. 20.9’ bu. 
Yield per acre interseeding 8.2 bales 
Labor $9.67 $ 8.72 
Capital 18.29 17.24 
Fertilizer 18.74 18.74 
Seed 4.53 oo 
Other crop expense 0.41 0.41 
General farm expense 2.43 2.43 
Total cost per acre $54.07 $48.87 
Returns per acre (corn) $23.50 — $20.90 
Returns per acre (forage) $ 6.56 
Total returns per acre $30.06*  $20.90* 
Returns per $100 of cost $55.60 $42.80 


* These fields severely affected by drouth. 


TABLE 2. EstimMaTED Costs AND RETURNS, 


LirtLe Grassy AREA, 1957. 


Items Evaluated Wide-row Control | 
Yield per acre corn 56.0 bu. 59.5 but 
Yield per acre interseeding 23.9 bales 
Labor $10.03 $ 8.72 
Capital 18.84, 17.24 
Fertilizer 17.02 17.02 
Seed 6.36 Lae 
Other crop expense 0.41 0.41 
General farm expense 2.43 2.43 
Total cost per acre $ 55.14 $ 47.20 
Returns per acre (corn) $ 56.00 $ 59.00 
Returns per acre (forage) $ 19.12 
Total returns per acre $ 75.12 $ 59.50 
Returns per $100 of cost $136.20 $126.10 


and inexpensive packer wheels may be added to 
pack the soil between the rows. Where weed control 
in the interseeded wide-rows is necessary, rotary 
mowing or applications of chemical sprays may be 
employed. One-row pickers are satisfactory for any 
spacing of rows. The two-row harvesters currently 
on the market cannot be adapted to the sixty-inch 
system. 

Experimental fields with sixty-inch spacing of 
the rows showed corn yields comparable to and, in 
some cases, greater than that of conventional corn 
fields. With the equal plant population per acre 
obtained during our 1957 experiments, one wide- 
row plot near Carbondale, which was_ severely 
affected by drouth that year, produced 12 per cent 
more corn per acre than the adjacent conventional 
corn field (See Table 1). A second wide-row plot 
planted earlier and less affected by the drouth, 
yielded only 3.5 bushels (6 per cent) less than the 
59.5 bushels per acre produced in the control field 
(See Table 2). 

The returns per $100 of cost were greater for 
both of these experimental wide-row fields (Tables 
1 and 2) than for conventionally planted control 
plots. Even with reduced yields of 6 per cent in the 
case of the second wide-row plot, the value of the 
forage produced between the rows readily com- 
pensated for the reduction. Although no dollar value 
was assigned to erosion control, organic matter, or 
nitrogen made available by the interseeding, these 
benefits were believed considerable. 

Wide-row corn provides improved habitat for 
game birds and mammals with little or no extra 
consideration or expenditure on the part of the 
farmer. Winter-hardy grasses such as orcharderass, 
Kentucky 31 fescue, ryegrass, and various legumes 


provide substantial food and cover for cottontaili 
rabbits. Bobwhite quail and mourning doves re-: 
spond readily to the food made available in eet 
wide-row plots by Korean lespedeza or other annual 
seed-producing plants. With the use of wide-rowy 
corn, a large section of each farm possesses added\ 
attraction for wildlife for several months out of thet 
year. In view of the increasing intensity in landk 
utilization, this cultural practice promises to ima 
crease in importance to farmers wishing to attracth 
wildlife to their lands in the future. | 

Wide-row corn is an improved farming practicet 
which is economically suited to southern IIlinois.s 
This practice, with its improved habitat for wild 
life, soil conservation values, and additional totalh 
digestible nutrients, should be given careful con-1 
sideration for use in farm management programs# 
for southern Illinois. 
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SINESS FIRMS SHOULD GEAR 
DPERATIONS TO MARKET CHANGES 


By Donald Frederick 


‘he marketing function is expanding within the 
Iness process, becoming more and more impor- 
t to the typical business firm. Not more than a 
ade ago, marketing was considered virtually 
onomous with selling—and involved little else. 
idually, marketing has absorbed new respon- 
ities, such as new product development and 
lic relations. As businessmen increasingly rea- 
» marketing involves much more than moving 
ds from the point of production to the point of 
sumption. 

Marketing must become, in this writer’s opinion, 
re than a mere function of business. Marketing 
st, in fact, provide the directional force, the 
ding principle for the entire business process. 
‘he need for a new approach to marketing has 
n well established in academic circles for some 
e. Few textbooks written in the past decade fail 
mention the need for greater emphasis on the 
rketing function. Yet, primarily because of high- 
avorable general economic conditions, American 
iness has given little thought to new marketing 
as. Instead, business has concentrated on the 
blem of production—producing more and more 
ducts for a seemingly endless market. 

\s a result of the emphasis on production and the 
longed seller's market since the end of World 
r II, business over-estimated the degree to which 
market could be manipulated. Marketing pro- 
ms consisted, primarily, of mass advertising 
yeals. Because these programs were reasonably 
ctive, businessmen were lulled into the belief that 
y would always work. Now we realize that extra 
lars of consumer purchasing power, rather than 
ra dollars expended for advertising, were the 
mary reason for marketing success. 

n recent years the basic needs of the American 
sumer have commanded an increasingly smaller 
re of disposable personal income. Although some 
able goods, such as automobiles and appliances, 
tht now be considered basic needs, the fact re- 
ins that purchases of this type can be postponed 
| must be considered discretionary expenditures 
most consumers. The failure of some companies 
recognize the discretionary nature of consumer 
able purchases led to substantial sales losses and 
fit declines. 

n order to survive, such business firms had to 
er adapt to the market or control market 
nges. Unfortunately, some companies tried the 
»r and met with costly failure. Other firms de- 
>d to reappraise their marketing programs, at- 
pting to formulate a different approach to the 


onald Frederick is a lecturer in the Department of 
keting at SIU. 


problem of distribution. The need was thus estab- 
lished for a business organization geared to the 
market and sufficiently flexible to adapt to market 
changes. To some corporations this meant decen- 
tralization; to others, reorganization at the home 
office level. In either case, the problem consisted of 
designing an organization that could stay on top of 
the market. These factors led to the evolution of the 
marketing concept in American business. 

Although definitions of the marketing concept 
vary from one writer to another, the differences are 
usually in application to the business firm rather 
than conceptual in nature. Some writers seem to 
have one definition of the concept in general terms, 
and another when applying the concept to a specific 
business organization. 

Role of Market Manager 

The basic principle of the concept is that market- 
ing includes all functions concerned with determin- 
ing and satisfying consumer desires at a profit to the 
firm. Marketing begins with determining what the 
consumer wants and ends with the satisfaction of 
those wants. The business firm which adopts this gen- 
eral marketing concept accepts at least three import- 
ant consequences: First, all marketing activities 
must be integrated into one department for the pur- 
poses of co-ordinating all marketing effort. This de- 
partment must be under the direction of one high- 
level executive or committee of executives. Second, 
the marketing manager must be a full-fledged mem- 
ber of the top management team. He must have a 
voice in over-all company policy. Finally, the 
marketing department must accept profit responsi- 
bility as well as responsibility for sales volume. 

Can the basic principle of the marketing concept 
be fully met by these three major changes? Will the 
basic goal—determining and satisfying consumer 
desires—be accomplished by elevating the authority 
level of marketing to an equal level with other 
major functions, such as production and finance? 
These questions hold the key to the success of the 
marketing concept. Under the marketing concept, 
product and profit responsibility are assigned to mar- 
keting. In order to successfully fulfill this respon- 
sibility, the firm’s over-all policy must be based 
squarely on marketing considerations. An examina- 
tion of the role of policy in the business organiza- 
tion will clarify this vital point. 

Business policy may be defined as a set of work- 
ing rules, established for the purpose of guiding the 
actions of the firm in obtaining its goals. In other 
words, policy provides the base for decision-making 
within the firm. In the market-oriented firm, deci- 
sons must be made on the basis of market needs 
and not company or personal needs. A firm, for ex- 
ample, must have policy to guide decisions on pro- 
duct planning, production scheduling, and inventory 
control. Although these activities are normally 
thought of as production functions, they directly 
affect the marketing effort. Decisions on these sub- 
jects, therefore, must be made on the basis of mar- 
ket needs. In short, the marketing function must 
provide the knowledge for policy formulation and 
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decision-making and must, consequently, guide the 
actions of the firm. te 

Another perspective is provided by considering 
the goal of the business organization and the basic 
goal resulting from acceptance of the marketing 
concept. The goal of a business organization 1s to 
provide a salable product for the market and earn 
a profit on the product. In order to do this, the firm 
must first determine what is desired by the market. 
Asserting this market demand is the basic necessity. 
Marketing, in turn, is responsible for providing the 
method for accomplishing this goal. The goal of the 
firm and the goal of marketing are thus one and the 
same. 

These implications, in summary, should be clear- 
ly understood by a business firm which is consider- 
ing the adoption of the marketing concept. First, 
marketing accepts the responsibility for determin- 
ing and satisfying consumer wants at a profit to the 
firm. Marketing, in other words, must shoulder pro- 
duct and profit responsibility. Second, to satisfy 
product and profit responsibility, business goals, 
policy, and decision-making must be based upon and 
directed by marketing considerations. Third, it 
necessarily follows that marketing must be vested 
with the authority to accomplish the goals of the 
firm. 


LEGISLATURE 
(Continued from page 4) 

(carried by property-owners and renters only), and 
(6) increases in the “occupational” (sales) tax 
and use taxes (falling most heavily on low income 
persons). All such alternatives are complicated by 
the double and even triple taxation now required 
to operate all levels of government. 

The Governor on February 2 was reported to have 
renewed his opposition to a state income tax and 
discounted the necessity of raising the gasoline tax 
for highway purposes. Should the Assembly not 
abolish the personal property tax as requested, a 
fundamental revision of administration and func- 
tioning of this tax is indicated. To make it fair and 
equitable will require revision of laws on local 
government structure and operations. 

Governor Stratton supplemented his revenue re- 
commendations with further requests for another 
referendum on the building-bond issue, and for ex- 
tensive reorganization of state administrative de- 
partments for heightened internal efficiency and 
control and the possible economies of operation 
which might result. 

All of this comprises a large order for the As- 
sembly to accomplish in its six-month session. It js 
unlikely, under the present temper of the legislature, 
that much of this will be resolved. The problems 
remain, however, and there is less likelihood of their 
ieee of their expansion. Sooner or later 
eee ee to pone to grips with and take 
rae i Lae t Bee question. This will 
Tene Bake interest and participation 
scien y, business, agriculture, and labor 

proper resolution. 


GROSS PRODUCT 

(Continued from page 9) 
1956. Instead of increasing 300 per cent from 194€ 
to 1956, the GNP measured in dollars of constant 
purchasing power increased only 93 per cent. While 
a doubling of the national product in less than 
twenty years may appear to be a creditable per 
formance, it falls far short of the achievement 
which the raw GNP figures would seem to indicate, 

If account is taken of the increase in populatiom 
and the increase in the price level, our gains in re- 
cent years appear to be quite modest. Per capita 
GNP in constant 1947 dollars increased from $1,299 
in 1940 to $1,974 in 1956, an average increase of 
314 per cent per year. But since 1956, when the 
GNP first reached the $400 billion level, the GNF 
in constant prices has actually increased more slowly, 
than has population, averaging only about 0.8 pen 
cent per year. This means that real per capita pro- 
duct has decreased. 

Not only has our total output in recent years beer 
increasing at a decreasing rate, it has been growing 
more slowly than the output of a number of other 
countries which, until recently, have looked upom 
our rate of growth with feelings of admiration andi 
envy. The Russians, for example, have recently! 
announced a seven-year plan which is to increase 
output by 80 per cent. This, according to reports im 
the press, is to be accompanied by the removal oft 
all direct taxes, the activities of government to be 
financed out of the “profits” of state-owned in4 
dustry. If the Russians actually believe that they: 
can perform according to this schedule, this una 
doubtedly accounts for their frequently expressed 
belief that the United States, too, must eventually! 
go socialist. If the Russians are not only the first tol 
land a man on the moon, but if in addition they are 
able to provide the world’s highest standard of liv- 
ing for their people, a new dimension will be added: 
to the communist threat to the free world. What the 
Russians can do when, for the first time, they tur 
their attention to serious efforts to raise their 
people’s standard of living has yet to be demon 
strated, but we can hope that we have by this time 
learned not to underestimate them. 

It would be ironic if, in the midst of the celebra+ 
tion of our reaching a half-trillion-dollar GNP, we 
should discover that we were being overtaken by ther 
Russians in the volume of consumer goods produced’ 
The attainment of a $500 billion level of output may 
in any event be taken as a turning point in of 
economic history. The effects of the depression © 
the °30’s and the wars of the ’40’s and ’50’s will b 
that time have largely spent themselves. Will we | 
able to keep the forces of inflation in check in the 
years ahead? Will it be possible for a free-enter 
prise economy which has reached our level of ma 
rity to maintain the old rate of increasing output! 
Or will we grow fat and lazy and indifferent? Th 
long-range future of free and democratic institutio 
may be determined by our response to the new sé 
of problems which will confront us in the decad 
just ahead, 
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JSSIAN TOUR CREATES IMAGE 
OF SUBSTANDARD CONDITIONS 


by Frank F. Stamberg 


Jur visit to the Soviet Union with a group of 
ineers and other professional people in July, 
98, was under the auspices of the Academic 
wel Abroad, Inc., of New York City. All travel 
Russia is under the direct control of Intourist, 
official tourist agency for the Soviet Union, 
ich schedules everything—the itinerary, hotels, 
als, routes, and mode of transportation. They 
vide their interpreter and all else that is neces- 
y to facilitate travel. 
Throughout our stay, we were constantly being 
pressed that personal freedom in the USSR is not 
tricted in any way. However, the barbed wire 
1 the border guards at the Finnish-Russian fron- 
- and at the Russian-Polish border indicated to 
that the Soviet Union to some extent at least-is a 
ice state. However, it must be said that we saw 
direct evidences of any restriction on personal 
rty. 
“veryone in our group was convinced that Russia 
1 developing world power, intent upon flexing its 
scle to impress not only the nations of the world 
also its own citizens. Those industrial areas 
ch we were permitted to view were impressive 
eed. The figures they gave us on their produc- 
1 of steel, crude oil, cement, and other basic com- 
ne were large. The comparisons they made 
the production data of other nations—includ- 
those of the United States—were certainly for- 
lable. 
was amazed at the excellent quality of some of 
ir machine tools and was interested in-their “of- 
ally reported data” about this segment of capital 
ds production. It actually exceeds ours. But I 
not reconcile the foregoing with the utter ob- 
scence of the machinery and equipment of a 
ye textile mill—employing over 3,000 people— 
ch we visited. The manager, a woman, admitted 
dire need for better textiles throughout Russia. 
tussia also is developing its social order and now 
ms ready to have the world come, visit, and ob- 
ve. Of course, the standard of living is pitifully 
yw that of the United States, but it is well above 
t of much of the world. Khrushchev’s promises 
much more consumer goods production seems 
ye designed to influence the “impressionable na- 
ae 
ce cream—of excellent quality—is dispensed at 
ry corner. The Russian people, young and old, 
oy it and it is not expensive. Mr. Mikoyan “im- 
ted” its manufacture from the United States 
sral years ago. During his recent visit to the 
S., he seemed intensely interested and amazed at 
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our foods and their distribution. I regret that Mr. 
Mikoyan was not given a Sears-Roebuck catalogue 
in which all prices were converted into hours and 
minutes of work of an average American worker. 
If 50 million such catalogues were distributed—one 
per family—to the Russian people, | wonder what 
the impact would be? 

The wages of the ordinary workers range from 
750 to about 950 rubles per month, The official rate 
of exchange is four rubles per dollar. It is on this 
basis that travelers pay Intourist for trips into and 
through Russia. However, in Russia, the going 
tourist rate is ten rubles per dollar, and on the black 
market forty rubles per dollar are commonly of- 
fered. 

For common labor, 750 rubles per month seems 
like a pitifully small income, but this is take home 
pay, without any tax deductions. The Russian 
worker also is furnished medical, dental, and _ hos- 
pital care at virtually no cost, and he has other 
fringe benefits. 

For most working people in Russia, one salary 
will support only one person. Among married 
couples, both usually are required to work to at- 
tain even the barest living standard. Where children 
are involved, free nurseries are provided for the 
working husband and wife. This seems to fit in 
beautifully with the Russian pattern of conditioning 
the youth of the country toward the service of the 
State. 

Food seems to be in adequate supply but lacks 
variety. Fruits and vegetables are available only 
in season. Refrigeration is used only to a limited 
extent. Meats are available but rather expensive, 
and this also applies to smoked meats and sausage. 
Fish is plentiful and relatively cheap. 

The Russians seem to be clothed adequately, but 
their clothing lacks color and style. Shoes are 
usually of the working sort, and dress shoes are 
rarely seen. 

THE AVERAGE RUSSIAN 

We got the impression that the average Russian 
citizen is not a communist, but certainly not a capi- 
talist either. We believe that he is not overly im- 
pressed with the Communist ideology, and most of 
us agree that he is probably considerably better off 
that he was under Czarist rule. He is quite proud 
of his nation’s accomplishments, and he is definite- 
ly dedicated to education and what it may mean for 
himself and his family and his children. 

The average Russian that we met was very 
friendly and vitally interested in what we Ameri- 
cans thought of them. They have a great deal of 
respect for us and may even be a bit envious of 
our standard of living. Those we could definitely 
identify as having Communistic afhliation were very 
much worried about our warlike intentions. The 
woman manager of one of their large textile mills 
asked me with tearful eyes why we wished to make 
war upon them. When questioned as to the reasons 
for such a conclusion, she said that our Mr. Dulles 
was definitely a warmonger and our president was 
a general. I asked her what she thought of our 


former secretary of state, Dean Acheson. She 
pondered a while and then said, Well I guess he 
was all right; he was not so bad. Actually Dean 
Acheson was called the same “warmonger names 
now directed at our present secretary, Mr. Dulles. 
~ Students in Russia seem to be about the same as 
they are here in the states. One evening in Kiev 
while standing on a corner admiring this beautiful 
city, I was approached by two tall, well-dressed 
Russian youths. They came, one on each side of 
me, and politely asked me in good English to 
take a walk with them. If this had occurred in 
New York or Chicago, I would have certainly ob- 
jected and pleaded that they had the wrong person. 
However, I complied and soon one of them asked, 
“Do you really have buildings 500 stories high in 
America?” I stopped, wondered for a moment, and 
replied that if we had need for buildings of that 
height, we certainly could and would build them. 
But I saw no reason why we would ever need struc- 
tures a mile high. They did not take my answer 
very credulously, but I assured them that we have 
no such building. I then asked them a few ques- 
tions. They were students from the University of 
Moscow and were enjoying the vacation in their 
native city of Kiev. | asked them if they were en- 
gineering students. Their answer was no! Chemis- 
try?—no! _—_ Physics?—no!_~—- Mathematics ?—no! 
“Well, what are you studying?” Almost apologetic- 
ally, they said International Relations. This seems 
to be the “snap” curriculum. 

As we strolled along and conversed, we were met 
by a large middle aged lady with gold teeth. She 
was accompanied by a young boy who was very 
well clothed by Russian standards. She spoke no 
English, and one of the young men with whom I 
had been walking introduced her as his mother. 
She was an engineer and manager of one of the 
local plants. From her attire and that of her sons, 
I was certain that she was close to the Communist 
Party. We conversed very briefly, with her son 
serving as interpreter. 

ParTY AND STATUS 

To be a communist, I understand, requires a 
rigorous period of apprenticeship and devotion to 
party matters over a long period of time. If it is 
then discovered that one has an uncle in Chicago, 
this may disqualify him from party membership— 
by indirection, of course. The party, trade union, 
and government ownership of virtually every enter- 
prise makes it almost mandatory for those who 
wish to have any status or position of importance 
(and salary commensurate with it) to be very care- 
ful to conform to the party line. 

Of course, no personal ownership of land is al- 
lowed in Russia. Small plots are held by some, 
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but they are not permitted to hire any workers out- 
side of their immediate family. To do so would be 
exploitation. The fact that no real property owner- 
ship exists serves greatly to simplify the laws under 
which the entire nation is governed. The entire. 
complicated fabric of our law concerned with real 
property is not necessary. There is virtually no 
business, (except government business), so there is 
no business law. About all that remains is criminal 
law. Crime (as in our country) is considered as” 
being committed against the State. Lawyers who 
defend those charged with crime, in contest with 
the State, have rather low professional standing in 
the Russian scheme of things. 

The physician and dentist also have a rather 
meager status in the Soviet Union. Most of the 
doctors and dentists are women; men are not at- 
tracted to these professions. However, the people 
seem no less healthy than we. We did not examine © 
the quality of their dental work but must repori: 
that stainless steel teeth are in evidence throughout | 
the entire Soviet Union. Those who have gold in| 
their bridgework belong either to the Communist : 
Party or to the “elite.” Others just cannot afford | 
such luxuries. 

The Russian cities we visited were drab. At night} 
they are dark—almost as if they were purposely | 
dimmed out. Autos and trucks use only their drive} 
or parking lights, and an auto horn is rarely heard. | 
There are no neon signs, and store windows are} 
lacking in illumination and sales appeal. There is 
virtually no advertising of consumer goods, and 
credit sales are impossible to transact. Sales pro-+ 
motions as we understand them are strangely ab- 
sent. A hula-hoop craze has never occurred in Rus 
sia—it probably never will. 

We left Russia with the feeling that the 
nomic emphasis has been toward accomplishme 
for the State, at the expense of the individual. It 
is so at present and will probably remain so for: 
long time. The money people earn is only to b 
spent. Saving? For what? This typifies the gen 
attitude of the Russian people we met, both in and 
out of the Communist Party. 
. As we left Russia, one of our group made } 

prophetic” comment—the U. S. will always 
most of the automobiles in the world, but Rus 


is certain to possess most of the world’s parking! 
space. 


COMING IN THE SUMMER BULLETIN: 


@ EFFECTIVE COMMUNICATION IN BUSINES! 
@ What makes a speech good? 
® Oral communication with employes 
® Written communication with customers 


